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Which benefit plan would 


best suit my situation? 


lf times of illness, pregnancy, care for a 
newborn or newly adopted child, injury, 
quarantine or unemployment, employees 
can receive benefits from the government's 
Unemployment Insurance (UI) program. 
However, employers often choose to set 
up their own benefit plans for their 
employees. These benefit plans can either 
replace or supplement UI benefits. 

One option employers have is to set up 
a salary replacement plan for their 
employees. One consequence of some of 
these plans is the replacement of UI 
benefits which are normally paid to 
employees in times of illness or 
pregnancy. Another option employers 
have is to introduce a Supplemental 
Unemployment Benefit (SUB) plan for 
their employees. The purpose of a SUB 
plan is to supplement the government's 
Unemployment Insurance benefits during 
temporary periods of unemployment due 
to lack of work, illness, or training. 

The two benefit plans, salary 
replacement and SUB, described in this 
information sheet, are arranged ina 
comparative chart format. Each outline 
briefly describes the criteria one must 
meet and the initial step one must take in 
order to implement a benefit plan. 

This particular format allows 
employers to evaluate each plan and then 
determine which one is most appropriate 
for their needs. 

Supplements to UI maternity or 
parental benefits do not require formal 
submission of a plan to the Commission. 
These amounts do not have to be deducted 
from UI benefits if, when combined with 
the claimant’s UI benefits, the total 
amount does not exceed the claimant’s 
normal weekly earnings, and does not 
reduce the claimant’s accumulated sick 
leave, vacation leave, severance pay or 
any other accumulated credits. 
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Salary Replacement Plans 
and the UI Premium Reduction 
Program 


m Income protection for employees who 
are unable to work due to: 

s illness; 

= injury; 

= maternity. 

= Weekly indemnity plans: benefits are 
paid each week. 


= Cumulative plans: employees accumu- 
late paid leave credits. 


m This salary replacement plan can be set 
up by employers, or through a collective 
bargaining process, or be held by em- 
ployee groups. 

= Ifthe employer wants to register such a 
plan for a UI premium reduction, the 
employer must submit an application form 
by September 30 for a reduction in the 
next year. 


= If the plan submitted meets the 
requirements, employers may be eligible 
for reduced unemployment insurance 
premiums. 


m= The plan is generally financed by the 
employer and/or employees. 


= Employers must return the portion of 
the reduction that belongs to employees. 
Their portion is 5/12 of the reduction 
allowed. 


= Such salary replacement plans preclude 
the payment of UI sickness benefits. 


ws The benefits paid under such plans 
must be at least equal to UI benefits, that 
is, 5S per cent or more of normal weekly 
insurable earnings. 


= New staff members must be eligible to 
receive benefits after working for three 
continuous months. 


Supplemental Unemployment 
Benefit (SUB) Plans 


= This plan allows employers to 
supplement UI benefits for their employees 
who are unable to work due to: 


» atemporary shortage of work; 

= participation in a training program or 
course; 

» illness, injury, quarantine; 

= acombination of these reasons. 


= SUB plans can be set up by employers, 
or through a collective bargaining process. 


w To register it, an employer must submit 
a written request to Human Resources 
Development Canada. 


ew The plan must meet the conditions 
outlined to be recognized as a SUB plan. 


= It is financed entirely by the employer. 


= SUB payments are only supplementary 
to UI benefits; employees must apply and 
receive UI benefits, unless these are not 
payable because of the waiting period, 
insufficient weeks accumulated to qualify 
or eligibility has been exhausted. 


= The weekly payments of the combined 
SUB and UI benefits, and any other 
earnings may amount to a maximum of 
95 per cent of the employee's weekly 
earnings. 

= Participating employees must not have 
a vested right to the benefits payable under 
the plan, unless the right to payments 
during a period of unemployment is 
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specified in the plan. 
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Salary Replacement Plans 
and the UI Premium Reduction 
Program 


= To qualify for a premium reduction for 
the next year, the plan must have been put 
into operation sometime between January 1 
and September 15. However, for any 
plans that become effective after January 
15, prorated reductions may be granted 
according to the number of months the 
plan was in effect. 


= The reduction is allowed for only one 
year at a time. Each year the employer 
must again prove that the plan meets all 
requirements. 


= Salary replacement payments may be 
subject to income taxation and perhaps 
even Canada Pension Plan deductions. 
Questions should be directed to your 
District Taxation Office. 


u Employers may cover as many 
employees as they wish; however, 
employers only receive a premium 
reduction for those staff members who are 
covered under the approved plan. 


Supplemental Unemployment 
Benefit (SUB) Plans 


= The payments received by employees 
under the terms of the plan must not affect 
other payments such as guaranteed annual 
income, deferred income or severance 
payments. 


= We can approve that plan if it will be in 
effect for at least one year; approval can 
be given for five years. 


= After 5 years, the plan must be re- 
approved by us to ensure it still meets the 
necessary requirements. 


= SUB payments are not considered 
earnings; therefore, we will not deduct 
them from UI benefits. 


= SUB payments are subject to income 
taxation and perhaps even Canada Pension 
Plan deductions. Questions should be 
directed to your District Taxation 
Office. 


=» Employers may cover as many 
employees as they wish. 


Where to register your plan 
To register your salary replacement plan 
and obtain a premium reduction, please 
complete an Initial application for 
premium reduction (EMP 2642). To 
obtain this form, visit your nearest Canada 
Employment Centre (CEC) or contact the 
Employer Registration Division 
mentioned below. 

If you have any questions on the 
premium reduction program, please 
contact: 


Human Resources Development Canada 
Employer Registration Division 

Nicolas Denys Building 

P.O. Box 11000 

Bathurst, New Brunswick 

E2A 4T5 

Telephone (toll free) 1-800-561-7923 
Facsimile 1-506-548-7473. 


The Coverage and Premium Policy 
Division is authorized to evaluate SUB 
plans for Human Resources Development 
Canada. Please forward a copy of your 
plan or of your proposed plan and any 
request for information you may have to: 


Human Resources Development Canada 
Coverage and Premium Policy Division 
11th Floor, Phase IV 

140 Promenade du Portage 

Hull, Quebec 

KIA 0J9 

Telephone (819) 994-2742 

Facsimile (819) 953-9381 


If you have any suggestions for the 
Premium Reduction program or SUB 
program, please write to: 


Office of the Commissioner (Employers) 
Human Resources Development Canada 
13th Floor, Phase IV 

140 Promenade du Portage 

Hull, Quebec 

KIA 0J9 

Telephone (819) 994-6202 or 994-6115 


Additional information or the publications 
“Information on Supplemental 
Unemployment Benefits (SUB) Plans” 
(IN-071) or the “ Guide to Employers — 
Unemployment Insurance Premium 
Reduction Program” (IN-112) can also be 
obtained from your nearest Canada 
Employment Centre. 


Produced by Communications (Programs) 
Insurance 
Human Resources Development Canada 


Printed in Canada 
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